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KEY BCONOMIC INDICATORS 


In million US $, unless otherwise indicated ws 


19739741975 
INCOME AND PRODUCTION 


GDP at factor 61.4 81.2 92.6 
Per capita ($, not millions) 478.8 632.8 72303 
GDP at market prices 69.5 91.2 104.9 
Per capita ($, not millions) 541.9 710.8 819.4 
GNP at factor cost 59.1 7304 83.6 
Per capita ($, not millions) 460.9 572.0 653.0 
GNP at market prices 67.2 83.4 95.9 
Per capita ($, not millions) 524.0 650.0 749.1 
Population (year end) 128,240 128,312 128,020 


MONEY AND PRICES 


Money supply (year end) 
Public debt 
Debt service 
Interest rates: 
Prime 
Business (up to approx.) 


BALANCE OF PAYMENTS AND TRADE 


Exports (f.ob.) 

U.S. share 

Imports (c.i.f.) 

U.S. Share 

Balance of tradc 

Visible Balance of payments 
Re-exports 


EXPORTS: MAJOR ITEMS 


Sugar & molasses 

Clothing (offshore assembly) 
Wood and wood products 
Citrus 

Fish & lobster 


IMPORTS: MAJOR PRODUCT GROUPS 


Consumer goods & building matcrials 1 
Food and bevcrages 1 


4.4 ‘ 24.5 
3e 2303 
Vehicles & machinery 9. ¢ 20.5 
Minerals, fuels, & lubricants Se 703 
Chemicals & pharmaceuticals 4.0 10.2 


7 Figures converted from Belizean $ at average exchange rate for each year: 
1973-US$1.00 = BZ$1.65; 1974-US$1.00 = BZ7$1.74; 1975-US$1.00 = BZ#1.84; 
1976-US$1.00 = BZ$2.00. 





SUMMARY 


Although final figures are not yet available, Belize's economy appears to 
have held its own or increased slightly in activity through 1976 and early 
1977, despite a very poor 1975-76 sugar season. Modest gains can be 
expected over the next several years, depending on weather conditions and 
levels of investment. 


In agriculture the outlook is reasonably good for sugar, bananas, mangos 
and basic foodstuffs, while the citrus and cattle industries have basic 
problems to solve before they can flourish. Belizean agricultural exports 
still are hampered by high production costs, poor marketing facilities, 

and the lack of readily available transport. A recently created national 
airline with sizable cargo capacity and the scheduled construction of a 
deep water port at Belize City may, however, begin to ease transportation 
difficulties within the next three years. Emigration of Belizean workers 
abroad continues to present the country with manpower shortages. 


In 1976, Belize pegged its currency to the U.S. dollar and adopted the 
Caribbean Community's Common External Tariff, both of which actions have 
made U.S. products more competitive in an already receptive market. 


Untying the Belize dollar from the British pound has helped shore up the 
currency, but Belize remains basically an importing country and depends 
heavily on remittances from Belizeans abroad to keep its balance of pay- 
ments in line. A three-year development plan announced in carly 1977 
projects a 23 percent increase in Belize's/Momestic product by the end of 
1979. gross 


Despite the government's continued stress on improving basic infrastruc- 
tive facilities, investment in Belize is difficult and the climate some- 
what uncertain for foreigners. Some investment and sales opportunities 
exist in agri-business development, import substitution, offshore assembly 
and tourism. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Economy Weathers Poor Sugar Year 


Belize's chronic balance of trade deficit almost certainly was 
accentuated in 1976 by the extremely disappointing performance of the 
sugar industry, the country's largest single economic activity and by 
far the greatest earner of foreign exchange. Production was down 

some 25 percent and the windfall prices enjoyed during the 1974-1975 
season evaporated, with the result that exports of sugar and molasses 
brought in only U.S.$18.25 million after earning approximately 

$44 million the previous year. While the government has released 

very few import-export figures for the year, it seems clear that Belize 
suffered another very large trade deficit in 1976, perhaps even greater 
than the record deficit of 1975. 


The disappointing sugar performance apparently has not, however, thus 
far triggered the overall economic decline anticipated earlier as a 
likely consequence of falling sugar production and revenues. Other 
sectors of the economy appear to have held their ground, or increased 
slightly, and the government has reported unofficially -- though 
without releasing detailed statistics -- that the country's gross 
domestic product rose in 1976 at about the same rate as in the previous 
year, or roughly 7 percent. Increases in "invisible" sources of 
foreign exchange income obviously helped the economy through a lean 
agricultural period and substantially offset, as they have in previous 
years, the staggering trade deficit to bring the country's overall 
balance of payments into reasonable equilibrium. 


Without the final figures for 1976 it is probably safer and more 
realistic to estimate that the economy has held its own or slowed only 
slightly. If statistics ultimately confirm 1976 as a year of economic 
growth despite serious slumps in both sugar and citrus (which also 

had a rather dismal year), it would be a hopeful sign of stability in 
the economy and for Belize's future growth and development. The 
outlook for 1977 and beyond in any case, is for modest, though uneven 
growth, with the rate dependent upon such variables as the weather, 
levels and types of investment, and the completion of a number of 
planned development and infrastructure improvement projects. 


Agricultural Declines; Outlook Somewhat Brighter 


With sugar and citrus production down 25 percent and 15 percent, 
respectively, Belize's overall agricultural output understandably 
declined in 1976, but not so badly as had been feared. The effects of 
a severe drought in 1975, which was largely responsible for the drop 

in sugar production, quickly dissipated after the first quarter of 1976, 
and final sugar figures were actually slightly higher than first 
predicted. In addition, a number of other crops fared better, some 





with impressive increases in production, so 1976 was not a wholly 
disappointing year in agriculture. 


Major Commodity Production in Belize 19735 - 1976 


Item Unit-million 1973 1974 1975 1976 (Est) 


Sugar pounds 157.2 199.1 185.6 138.4 
Corn 35-5 28.2 23.0 50.0 
Citrus 104.6 
Molassess 58.5 60.6 62.9 22.9 
Rice 18.0 16.6 10.7 16.0 


Red Kidney 
beans 2.5 2.8 2.5 3.0 


Mangoes N/A 2.6 304 6.7 
Bananas N/A N/A 1.3 14.3 
Beef 2.2 1.9 1.8 2.0 
Poultry 2.35 2.4 2.5 2.8 
Fish & Lobster 1.6 1.6 1.7 1.7 
Timber Board feet 10.6 11.8 9.5 6.5 


The prospects for 1977 and beyond are somewhat brighter. Sugar 
production is expected to reach a record-breaking 95,000 long tons in 
1977 and, with good growing weather, another record of some 105,000 
long tons in the 1977-1978 season. (The prospect of a new international 
sugar agreement also brightens hopes for higher returns on sugar, at 
least by 1978.) Prospects are also good for solid, if unspectacular 
increases in rice, corn and red kidney beans. Mangos should enjoy a 
good year in 1977. The export market for this fledgling industry 
seems attractive after the extensive damage caused by freezing weather 
in Florida early in the year and may encourage expansion of mango 
orchards, especially should it appear that Florida trees, as well as 
crops, were injured by the freezes. 


Both the citrus and banana industries have been mired in financial 
difficulties. A new pier to be constructed at Commerce Bight near 
Stann Creek Town in the citrus growing area should ease shipping prob- 
lems which have in recent years hampered citrus exports, but, in 
addition to the industry's fiscal woes, orchards are suffering infest- 
ations of a parasite Inown locally as the "God-bush", or "bird vine", 
which strips trees of their foliage and eventually kills them. 
Bickering among Belizean citrus growers reportedly has also hampered 
coordination of production and marketing. With the exception of truck 
shipments of unprocessed fruit to neighboring Mexico, exports of citrus 
products at present are almost wholly limited to frozen concentrates, 
and the outlook for the industry is not very encouraging, at least over 
the next few years. 





Bananas, however, show more promise. The Belize Banana Industry Board 
has had disastrous financial, administrative, and marketing difficulties, 
but production was up sharply in 1976, and the Board recently signed 
contracts with United Brands and Fyffes, Limited, which will handle, res- 
pectively, management (production, organization, and processing) and mar- 
keting (purchasing and shipping). A loan from a consortium of foreign 
banks represented in Belize and the Belizean government's Development 
Finance Corporation will help finance the Banana Board's operations. In 
addition, the Board now has a professional administrator as its new chair- 
man, which will give the Board more effective oversight than it has been 
able to exercise in the past. 


Belize's one USDA certified meatpacking plant reopened for export business 
in late 1976 and is eligible to ship to the United States under Belize's 
500,000 beef allotment in the voluntary restraint program for 1977. As 

of mid-year only a small part of the quota had been filled due to what the 
company considers low prices on the U.S. market, but the plant has also 
made several shipments to Martinique which apparently have met with success 
and will continue. Shipments to the U.S. should also pick up in the latter 
part of 1977. It would appear that Belizean exports of meat should be 
able to expand easily into countries of the Caribbean Community (CARICOM). 
Increases in exports and, indeed, of the country's whole cattle industry, 
however, @re hindered by questionable availability of cattle for slaughter. 
Ranchers have in recent years restricted their herds, claiming that low 
prices set by government control mechanisms offer little economic incentive 
for them to make additional serious marketing efforts. Government- 
controlled prices on cattle for slaughter are the same whether the beef 

is for export or for domestic consumption. 


Belize has achieved self-sufficiency in a number of food staples, such as 
rice and corn, and sizeable increases in production must look toward export 
markets. However, this is where Belizean agriculture confronts most dir- 
ectly two basic problems. Transportation (both internal and export ship- 
ping), storage, and handling facilities are inadequate. The government 
is moving to increase and improve storage facilities, and the proposed 
deep water port for Belize City will help, but progress toward both ends 
is slow. Belizean agricultural production is also relatively expensive 
and can run into competition problems even in CARICOM countries where 
Belizean exports of food staples should find a ready market. In all but 
highly mechanized sugar and rice operations, yields are low and infrastr- 
ucture and labor costs are high compared to those in neighboring countries. 
Agricultural labor is both expensive and scarce; hundreds of workers are 
imported annually from Mexico, Honduras, El Salvador, and Guatemala. 


Population Stagnation Persists 


Belize is underpopulated to the point where manpower shortages can seriously 
affect the ability of the country to develop, and the disturbing trend of 
the past several years toward population stagnancy, or even decrease, 
continued through 1976. For the fourth consecutive year Belizean migration 





abroad, principally to the United States, apparently has offset or out- 
stripped the country's natural population growth. Estimates of the 
number of Belizeans currently residing and employed in the United States 
range from 30,000 to 35,000--about equal to the work force in Belize. 
Their numbers continue to increase, and, although their remittances to 
relatives in Belize help offset the country's balance of trade deficit 
each year, they represent a drain on human resources which Belize 
can ill afford in its longer-range quest for economic development. The 
problem is accentuated by the fact that more often than not it is the 
more skilled and strongly motivated individual who emigrates with his 
family. 


Population Trends in Belize 1973 - 1976 


(Source: Belizean Immigration and Health Departments) 


Year Natural Migration Net Year End 
Increase Change Population 


1973 4,236 4,422 - 186 128,240 
1974 4,311 4,239 + 72 128,312 
1975 4,469 4,761 - 292 128,020 
1976 4,460 5,949 -1,489 126,531 


Non-resident and illegal aliens (primarily from the neighboring countries 
of Guatemala, El Salvador, Honduras and Mexico) may bring the actual pop- 
ulation at any given time closer to the generally accepted figure of 
130,000, but they represent a constant factor and have little or no bearing 
on population trends. There has been some speculation that open encour- 
agement of immigration into Belize might be employed to increase the pop- 
ulation and offset migration losses, but the government, perhaps largely 
out of concern over the social implications of such a policy, has shown 

no signs of adopting this as a workable solution. 


Other Significant Developments 
Oil Exploration--Drilling Begins. A consortium of oil companies, which 


had carried qut seismic exploration since late 1975, began exploratory 
drilling off the coast of southern Belize in the spring of 1977. Further 
drilling is now taking place inland at just north of the Guatemalan border. 
The search for petroleum in Belize has gone on for several decades, but 

the pace of the current operations and the heavy investment in infrastruc- 
ture facilities make this by far the most serious effort to date. Although 
both the government and the oil companies steadfastly maintain that oil 

has not been discovered, the activity nevertheless has generated a slight 
air of optimism. Discovery of oil in commercial quantities would of course 
put Belize on an entirely new economic footing within a few years. 


Belize Airways Ltd. Begins Operations. After almost a year of waiting 


for U.S. Civil Aeronautics Board approval of its application for a foreign 





air carrier permit, Belize Airways Ltd. (BAL) began regularly scheduled 
passenger and cargo service in 1977. (Cargo operations began in the 
middle of the year.) Initially, the airline serves Belize City, 

San Pedro Sula (Honduras), San Salvador, and the U.S. through Miami, 
Florida. Additional routes are planned, including a Belize City - 
Houston, Texas, flight. BAL has five operational Boeing 720B aircraft, 
which will vastly increase passenger and freight capacity to and from 
the country. The airline plans to participate heavily in promoting the 
country's slowly developing tourist industry, perhaps including invest- 
ment in a feeder airline to serve tourist areas as they develop. 


Push for Deep Water Port Intensifies. A U.S. firm has won a contract for 
the construction of a deep water port at Belize City, long a high prio- 


rity goal of the Belizean government. Site work will commence in early 
1978, and the project is scheduled for completion in the latter part of 
1979. The port will consist of a loading and unloading island 2,500 feet 
offshore reached by a single lane trestle with passing bays. Warehous- 
ing, customs and other facilities will be ashore. Meanwhile, a private 
venture has been quicker off the mark and has begun work on a smaller, 
alternative port arrangement a few miles southwest of Belize City. If 

it is successful, it will accommodate vessels of up to 16 feet in draft 
and should be ready for service well in advance of the government's port. 


IMPLICATIONS FOR THE UNITED STATES 


United States Goods Become More Competitive 


In May, 1976, the government untied the Belize dollar from the British 
pound sterling and pegged it to the U.S. dollar at the rate of two to 
one. Belize previously had adopted the CARICOM common external tariff, 
which eliminated special preferences for goods from Commonwealth countries 
outside CARICOM, affecting primarily the United Kingdom. These two acts 
have had the effect of increasing the attractiveness of U.S. goods in the 
Belize market by eliminating previous daily fluctuations in their prices 
and putting them on an equal footing with those from the United Kingdom. 
With lower transportation costs and shorter delivery times, U.S. products 
should now begin to enjoy a decided competitive edge over traditional im- 
ports from Great Britain. 


Development Spending Still Heavily Dependent on International Aid 


The government's local revenues--derived for the most part from import 
duties, income taxes, and other business activities--seldom are sufficient 
to cover much more than increasing costs of recurring governmental opera- 
tions and maintenance. Little is usually available for development 
programs, and the bulk of public investment in the development of human 
and physical resources must come from external assistance in the form of 
grants and soft loans. Increased collections of income taxes in 1976 
resulted in an estimated U.S.$1 million budget surplus, and the government 
hopes that improvements in its revenue collecting mechanisms of all types 
will generate significantly greater income without resort to onerous raises 
in present taxes or new levies. This hope appears in the record 

U.S.$42 million put forward for the government's 1977 budget. However, 





even with projected increases in local revenues, the 1977 budget still 
reflects Belize's heavy dependence on foreign assistance for economic 
development. Of the $42 million, $23.75 million is to come from local 
revenues and $18.25 from external grants and loans. Recurring costs 
are estimated at $19.15 million, so local revenues, after covering the 
basic costs of government, will only contribute $4.6 million, or roughly 
20 percent, of the $22.5 million budgeted for development activities. 


The United Kingdom supplies most of Belize's bilateral aid, while the 
United States has channeled some U.S.$15 million in development capital 
into the country through loans to the Caribbean Development Bank, Belize's 
largest multilateral source of assistance. In recent years Belize has 
been unable to use all of its budgeted and available grant and loan money 
due in the main to lack of operating funds, manpower, machinery, spare 
parts, or organization at critical times. 


In March, 1977, the government revealed a three year development plan for 
the period 1977 - 1979. The 1977 budget presented the previous fall 
represents the first stage of the plan, which projects a 23.4 percent 
increase in the country's gross domestic product by the end of 1979. The 
main thrusts of the plan are better utilization and mobilization of 

human resources and stimulation of Belizeans into greater participation 

in developmental aspects of the economy. Specific aims include expansion 
of agricultural and industrial production for export and import substitu- 


tion (and replacement), reduction of the balance of trade deficit, diver- 
sification of the economy, and an increase in employment opportunities. 
Foreign investment appears as a key component in the development plan, 
and the government "intends to encourage foreign private investment under 
specific conditions and in specific fields with a view to increasing 
national earnings from foreign trade." 


Investment is Difficult ... 


Despite a wide range of untapped possibilities and government incentives 
to domestic and foreign investors, Belize still represents a relatively 
unproven field for investment projects. Under a Development Incentives 
Ordinance the Ministry of Trade and Industry may issue concessions for 
investment projects approved on the basis of development plans and time- 
tables carefully worked out and agreed upon by the Ministry and the inves- 
tors concerned. Concessions provide for incentives such as tax holidays 
of up to 15 years and duty free importation of necessary equipment. The 
government has also established an office to assist potential investors. 
However, the history of smaller investments have proved discouraging. 
Only a small percentage of projects granted development concessions over 
the last decade are still in operation, and many have never come to 
fruition at all. 


Failure of investors to keep to agreed-upon development timetables can 
result in the loss of concessions, but the greatest deterrent to private 
investment projects is physical economic hardship. Belize is a difficult 





place in which to launch new commercial endeavors. The country has few 
resources--other than its large areas of undeveloped land, abundant water, 
and equable climate--and its whole economic infrastructure is inadequate. 
An agricultural project, for example, typically will involve expensive 
land clearing operations, importation of almost all equipment and supplies, 
and construction of all facilities, usually including roads. Electrical 
power is uncertain and has barely kept pace with demands. Spares and 
replacements are scarce or unavailable, and service industries often can- 
not respond to urgent demands. 


Conditions in Belize therefore generally do not favor small, marginally 
financed projects. Larger concerns, which can afford high initial 
capital outlays, sometimes lengthy gestation periods, and a high degree 
of self-sufficiency thereafter seem to have better prospects for success. 
Labor shortages put a premium on mechanization in agricultural projects. 


And the Climate is Uncertain 


The investment climate in Belize is difficult to describe and harder still 
to assess. While the government insists that private foreign investment 
is welcome and even necessary for Belize's economic development, many 
potential investors have had reservations about some of the government's 
stated economic philosophies and goals and, more especially, some of the 
rhetoric associated with them. The government has said that "Belizean 
resources and treasures will be harnessed, controlled, and owned by Beli- 
zeans" and that "the government holds that it is its sacred duty to inter- 
vene in the economy where necessary for the good of the people". There 
appears to be continual discussion within government circles about econ- 
omic policy, and government spokesmen have at various times issued con- 
fusing, sometimes conflicting statements about the government's policy. 

It is probably correct to say that Belize's economic policies are still 

in the formative stage with there being little likelihood of accurate 
prediction of their final shape, although it does appear that the govern- 
ment, as represented by the party in power (since 1964), is committed to 

a considerable degree of active involvement in the economy. 


The government has a number of legislative tools with which it can enforce 
its policies--among them the Alien Landholding Ordinance, which restricts 
non-Belizeans from holding land in excess of 10 acres in rural areas or 
one-half acre in urban areas without a development agreement and permit 
from the Minister of Agriculture and Lands. Use of minerals or timber, 
export of goods produced in Belize, setting of domestic prices and profit 
margins, and currency conversion are other activities dependent on permits 
or other controls by various Ministers, who have wide discretionary powers 
generally exempt from court challenge. These control mechanisms clearly 
give the government the means to carry out its understandable desire to 
discourage speculative and idle, unproductive schemes maintaining the 
country's economic integrity in the face of possibly overwhelming (in the 
Belizean context) influxes of capital from abroad. The record indicates 





that there has been little abuse of these mechanisms to date. The 
government generally tries to use its regulatory tools with moderation-- 
though sometimes with confusion--in dealing with legitimate, constructive 
investment projects. The comprehensiveness of the controls, however, 
may be worrisome to some investors who may see a potential for harsh, 
inconsistent or discriminatory application of them. 


The Belizean government quite explicitly favors joint ventures which 
include Belizean participation. The new 1977 - 1979 Development Plan 
states: "Forcign investment and technology are both welcome and needed 

in the development of Belize, but they are mutually beneficial when they 
operate in partnership with Belizeans." Joint ventures thus would seem 
to be looked upon by the government with greater favor than strictly for- 
eign private investments, and the government does not appear averse to 
involving itself and joining directly with foreign investors with or with- 
out the inclusion of private Belizean capital. 


Sales and Investment Opportunities Exist in Agribusiness Development, 


Import Substitution, Offshore Assembly, and Tourist Promotion 


United States firms--along with those of the United Kingdom, Canada, and 
CARICOM countries-=-normally are eligible to bid on infrastructure deve- 
lopment projects funded wholly or in part by the Caribbean Development 
Bank. Recent such projects have included a finger pier for handling 
agricultural produce, a deep water port, a small industrial park, and 
specifications for proposed construction of a convention facility. 


Expansion of storage and handling facilities currently under way should 
serve to ease the way for the continued modest growth of agribusinesses, 
which in turn would broaden the local market for agricultural machinery 
and supplies. Fishing cooperatives (which control all of the country's 
commercial fishing) may be expected to show increasing interest in acqui- 
ring new equipment for fishing the deeper waters outside the extensive 
barrier reef as their catch in shallow coastal areas reaches natural 
regeneration limits. The poor harvest of lobsters experienced in early 
1977 and forecast for the remainder of the year may prove to be an addi- 
tional stimulus to expansion. 


Import substitution opportunities exist, as they have in recent years, 

in established local markets for processed milk, meat, and edible oils. 
There is of course a wide variety of other import substitution possibi- 
lities based on light industry, but the very small Belize market makes it 
imperative that the economic viability of any such project be examined 
very carefully before commitment. Substantial reserves of secondary 
hardwoods might be used in making export grade plywood or panels. 
Furniture, either finished or unassembled, offers another possibility. 


Offshore clothing assembly is fairly promising due to the relative abun- 
dance of female workers easily trained to sew at wage levels comparable 





Available 


to the rest of the Caribbean. This is one of the few industries in 
which suitable labor is not immediately scarce, and clothing over the 
last few years has become second only to sugar in export earnings. ' 


Tourism offers good opportunities to the United States based promoter 
able to deliver package tours and groups to the under-utilized (thus far) 
small hotels at several intimate beach resorts and in Belize City. 

Belize has virtually untapped and unlimited SCUBA, snorkeling, and sport 
fishing resources, and the country will become more conveniently access- 
ible from the United States with the addition of Belize Airways' flights 
from Miami and the reconditioning of the Northern Highway into Mexico. 
There is a realization that Belize's present facilities are inadequate to 
handle a substantial increase in tourism over a short period of time, so 
prospects should be good for growth in tourist infrastructure facility 
projects and services. The Belizean legislature is, however, considering 
a hotel bill which would give the government wide powers to regulate the 
country's hotel industry. The bill reportedly contains a number of 
controversial controls which potential investors should investigate. 


Over the past year the government appears to have relaxed its strict 
policy of refusing admittance to persons of "hippie" appearance whom for 
a time in 1976 the government deemed as likely to use marijuana or other 
drugs. Backpads, beards, and long hair no longer inevitably result in 
refusal of admission into Belize. 
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